The Global Competitiveness of the North American Livestock Industry by Adcock, Flynn J. et al.
CHOICES
The magazine of food, farm, and resource issues
3rd Quarter 2006 • 21(3) CHOICES 171
A publication of the
American Agricultural
Economics Association
3rd Quarter 2006 • 21(3)
©1999–2006 CHOICES. All rights reserved. Articles may be reproduced or electronically distributed as long as attribution to Choices and the American
Agricultural Economics Association is maintained. Choices subscriptions are free and can be obtained through http://www.choicesmagazine.org.
The Global Competitiveness of the North 
American Livestock Industry
Flynn J. Adcock, Darren Hudson, Parr Rosson, Harold M. Harris, and Cary W. Herndon
JEL Classification: F14, Q17
North American animal agriculture has undergone dra-
matic changes during the past two decades. Among the
most important is the increased degree of market integra-
tion among all three NAFTA countries. Prices and trade
flows are increasingly impacted by events, policies, and
forces outside the continent. Global animal product mar-
kets are consumer-driven with product safety, wholesome-
ness, quality, and price being key determinants of interna-
tional competitiveness. Processors, retailers, and food
service corporations are expanding and integrating this
global market, bringing efficiency and lower-cost food to
both developed and developing countries around the
world.
This article draws on a much longer report, The Future
of Animal Agriculture in North America (Farm Foundation,
2006). Sources for figures and charts cited can be found in
that report.
Three key global forces will shape the future of North
American animal and product trade: animal disease out-
breaks and discoveries, income growth in developing econ-
omies, and trade liberalization. Impacts of disease out-
breaks, such as high-pathogenic avian influenza, have
certainly disrupted trade in poultry meat and could have
longer term consequences affecting consumption in some
countries. Diseases such as bovine spongiform encephalopa-
thy (BSE) may cause structural change in the industry.
Consumer income growth in the United States and other
developed countries has slowed, as has the growth rate in
consumption of most animal products. In developing
countries, however, there is a strong linkage between
increased demand for animal proteins and consumer
income growth. Expanded trade can also result from mul-
tilateral trade negotiations in the World Trade Organiza-
tion (WTO) that reduce the effects of trade-distorting
domestic policies used by developed countries, and result
in much lower tariffs in developing countries and more
consistently applied and science-based sanitary and phy-
tosanitary (SPS) product standards.
North America is both a leading exporter and importer
of animal products. The European Union (EU) is a larger
exporter, but most of that trade is intra-EU. While Canada
and the United States are important markets for each
other’s animal products, they also compete for export mar-
kets. Brazil is a rapidly growing export competitor in poul-
try, but competes less directly in beef and pork. China and
Russia have significant potential as export customers, but
inconsistent SPS regulations and policies have impeded
the development of these markets.
Worldwide, demand for North American animal prod-
ucts is likely to continue to grow if consumer incomes rise
and trade barriers are lowered. Meanwhile, both govern-
ments and the private sector face increasing pressure to
assure consumers of product safety and quality. Market
institutions, such as the World Organization for Animal
Health, that help harmonize SPS regulations, may lessen
the confusion about trading rules and facilitate more trade
opportunities.
Beef and Beef Cattle Trade
Among the most significant trends in the North American
cattle industry during the past 25 years has been the
growth of the Canadian and Mexican cattle and beef mar-
kets relative to that of the United States. The period from
1980 to 1985 marked the high point for the U.S. beef cat-
tle inventory, relative to Canada and Mexico; the number
of U.S. cattle has trended downward ever since. During
that same period, Mexican and Canadian beef cattle num-
bers increased.172 CHOICES 3rd Quarter 2006 • 21(3)
Historically, North America has
accounted for nearly 25% of world
beef exports in retail weight equiva-
lent, and 50% of that trade was intra-
NAFTA (Figure 1). The BSE inci-
dent in 2003, however, reduced
NAFTA’s world beef market share to
13% in 2005 and increased intra-
NAFTA beef trade to 95%. Before
the BSE case was identified in Can-
ada in May 2003, 85% to 90% of
Canadian beef exports were shipped
to the United States and Mexico. For
a period of months after the BSE
incident, Canadian beef exports vir-
tually stopped due to complete
import bans by major customers.
Primary markets for U.S. beef
exports before the BSE scare were
Japan, Korea, and Mexico, account-
ing for about 80% of the total, with a
smaller amount going to Canada.
Post-BSE, the majority of U.S. beef
exports are destined for Mexico and
Canada. With Japan and Korea
reopening their markets to U.S. beef,
there is some optimism that a large
share of those markets will be recap-
tured, but the United States is facing
significant competition for those
markets from other exporters, includ-
ing Australia.
North America accounted for
42% of world beef imports in 2005,
a level similar to that of the past five
years. The United States accounted
for about 81% of North American
beef imports in 2005, Mexico 14%,
and Canada 5%. The large U.S.
share is due in part to a slight rise in
U.S. beef demand, lower beef sup-
plies, and more imports of beef trim-
mings to service the ground meat and
fast-food markets.
Brazil has become a major beef
trader, with exports of 1.1 million
metric tons (mmt) in 2004 and 1.3
mmt in 2005, compared to 178
thousand metric tons (tmt) in 1996.
Brazil’s major export markets are the
Middle East, the EU, and Russia.
Other major beef exporters include
Australia and New Zealand, which
on average have exported a combined
1.3 mmt during the past five years,
mainly to the United States, Japan,
Korea, Taiwan, and Canada.
Before 2004, the main competi-
tor for U.S. beef in the Japanese mar-
ket was Australia. U.S. exports cap-
tured about 47% of the volume of
the Japanese beef import market and
Australia 45%. U.S. beef sells at a
premium because it is grain-fed beef,
which is generally considered to be of
higher quality than the predomi-
nantly leaner, grass-fed Australian
beef.
The United States dominated the
Korean market prior to the BSE
scare, typically capturing more than
65% of the market. Australia and
New Zealand have both been able to
increase beef exports to Korea follow-
ing the ban on U.S. beef.
Mexico typically buys more than
90% of its imported beef from the
United States and Canada, with U.S.
beef dominating. Mexico mainly
imports U.S. boneless beef, as well as
about one-third of all U.S. beef offal
exports.
The United States has more
recently imported significant
amounts of beef. Australia and Can-
ada each typically account for 30% to
40% of total imports, with New
Zealand in the 20% to 30% range.
U.S. beef imports have increased due
to more beef demand spurred by the
low-carbohydrate diets and the popu-
larity of fast-food.
Hog and Pork Trade
The most significant North Ameri-
can hog trend during the past 25
years is growth in the size of the
Canadian hog herd relative to that of


























Figure 1. World beef exports.
Source:  Production, Supply and Demand Database, www.fas.usda.gov/psd and Eurostat.3rd Quarter 2006 • 21(3) CHOICES 173
1990 to 1995 marked the high point
for the U.S. hog inventory when
compared to Canada and Mexico.
The North American industry has
become more efficient in producing
pigs as the sow inventory has
declined, while the pig crop contin-
ues to increase.
In 2005, Canada exported 812
tmt of pork, and the United States
exported 907 tmt (Figure 2). About
750 tmt of the 1.8 mmt in North
American pork exports were to
NAFTA partners. Since 1995, more
than half of Mexico’s imports have
come from the United States and
Canada. Canada’s main export mar-
ket has been the United States and
Japan. In 2005, the major U.S.
export markets were Japan (343 tmt),
Mexico (202 tmt), and Canada (113
tmt). The main competition for
North American pork in the Japanese
market is the EU, which exports
slightly more than the United States
or Canada. U.S. exports captured
about 30% of the Japanese market,
Canada 20%, and the EU 40%.
Following the implementation of
the Canada-United States Free Trade
Agreement (CUSFTA), Canadian
exports of live hogs to the United
States increased to 8.2 million head
in 2005 from 1.1 million head in
1989. Canada accounts for all but a
few hundred head of U.S. hog
imports. North American live hog
trade is more than 75% of world hog
trade. Since 1995, Canadian exports
of fed hogs to the United States have
grown to 2.9 million head from 1.1
million head. Even more dramatic
growth has occurred in U.S. imports
of feeder pigs from Canada, increas-
ing from 700,000 head to 5.6 million
head over the same period. Canadian
finishing capacity is limited when
compared to advances in farrowing
capacity and efficiency. The U.S.
pork industry has a comparative
advantage in hog finishing due to
lower feed prices and lower transport
costs of finished hogs to slaughter
facilities. As a result, increased trade
in live hogs between the United
States and Canada has spurred the
development of a well-integrated
North American pork industry.
Poultry Trade
North America accounted for 35% of
the 63.6 mmt world poultry meat
production in 2005, down from a
high of 39% in 1995 (Figure 3). The
main reason for the decline in North
American global market share was a
12.2 mmt increase in Chinese and
Brazilian production combined.
These increases are substantially
more than the 7.7 mmt increase in
poultry meat production that North
America experienced during the same
period. The other leading world sup-
plier is the EU, producing 9.6 mmt
in 2005, up 61% from 1990. Broiler
meats account for 92% of world
poultry meat production, up from
89% in 1990.
North American countries
accounted for one-third of world
poultry meat consumption in 2005
(19.9 mmt). Chinese and EU poultry
meat consumption is balanced with
production. North American and
Brazilian production exceeds con-
sumption by 2.1 mmt and 2.9 mmt,
respectively.
Brazil has increased poultry meat
exports by taking advantage of favor-
able exchange rates, disease outbreaks
in other exporting countries, sanitary
negotiations with Asian countries,
and aggressive market promotion.
Brazil is cost efficient in poultry pro-
duction, but has limited transporta-
tion infrastructure. In 2005, Brazil
and the United States exported 2.9
mmt and 2.6 mmt of poultry meat,
respectively. The United States has a
36% market share of world poultry
meat exports, Brazil 40%, and the
EU, excluding intra-EU trade, 11%.
Historically, the majority of U.S.
poultry exports have gone to Russia,
China/Hong Kong, and Mexico.
While Russia and Mexico have
remained consistent markets during




























Figure 2. World pork exports.
Source:  Production, Supply and Demand Database, www.fas.usda.gov/psd and Eurostat.174 CHOICES 3rd Quarter 2006 • 21(3)
began decreasing imports of U.S.
poultry in 1999, when it was the
largest market for U.S. exports.
Ukraine, Turkey, Cuba, Lithuania,
and Japan are important poultry
meat export markets for the United
States, as well.
Milk and Dairy Products Trade
North American milk production
was 98.1 mmt in 2005, compared to
total world output of 483.7 mmt.
The United States is the world’s larg-
est single country producer of cow’s
milk and accounts for 82% of North
American milk output. Mexico pro-
duces 10.2%, and Canada 7.9%.
During the past two decades, Mexi-
can milk production has increased by
40%, while the output of the United
States grew 23.6% and Canada
declined 1.2%. These increases in
output have generally come from
fewer cows, except in Mexico where
extensive dual-purpose production
systems still predominate.
The EU makes up 75% of world
dairy trade, followed by New
Zealand and Australia. Most EU
dairy exports are intra-EU, with only
an estimated 16% of exports sold to
non-EU countries. North America
dairy exports totaled only 900 tmt in
2004, with the United States
accounting for 75% of these ship-
ments. U.S. dairy product exports
were shipped to a large number of
countries, including Mexico and
Canada, in 2004. After removing
intra-EU dairy exports, New Zealand
was the largest single-country
exporter, with nearly 15% of the
world’s total.
North America imported only
7.3% of the world’s total volume of
dairy imports in 2003. Of that, Mex-
ico accounted for 48%, the United
States 38%, and Canada 13%. World
dairy product import volumes have
increased by more than 50%, grow-
ing to 75.6 mmt in 2003 from 50.0
mmt in 1985. New Zealand has con-
tinued to increase dairy product
exports and may be reaching its
capacity to expand its dairy cattle
herd. New Zealand simply may not
have enough land area to further
increase its dairy herd and milk out-
put.
Strategies and Implications
Several strategies to increase the glo-
bal competitiveness of North Ameri-
can animal industries emphasize the
importance of economic growth in
developing countries and the impor-
tance of having access to those poten-
tial markets. Others focus on ways to
mitigate the negative impacts of ani-
mal disease outbreaks. The final two
strategies emphasize the importance
of industry efficiency and the need
for regulatory consistency to enhance
the overall competitiveness of the
industry.
• Consumer income growth in
developing countries may be the
single most important factor in
increasing North American meat
exports during the next decade.
The long-term payoff for the
industry of policies aimed at
growing the economies of devel-
oping countries is likely to be
quite high. Such policies may be
controversial since some may be
aimed at improving the produc-
tive capacity of agriculture in the
developing world as a first step in
raising consumer incomes,
because a large share of the popu-
lation is employed in production
agriculture. This strategy worked
with four customers for North
American animal products—
Japan, Korea, Mexico, and Tai-
wan. However, improving agri-
culture in developing countries
will be viewed by some industry
participants as creating competi-
tors.
• Brazil, and to a lesser extent its
neighbors, is likely to remain a
major force in world animal
product trade. Brazil, in fact, may
continue to increase its share of
beef and poultry markets during
























Figure 3. World broiler meat exports.
Source:  Production, Supply and Demand Database, www.fas.usda.gov/psd3rd Quarter 2006 • 21(3) CHOICES 175
Disease, should they occur, will
limit this potential. However, if
Brazil’s per-capita income grows
fast enough, a large proportion of
its increasing production will be
absorbed internally rather than
abroad. Further, pursuit of a Free
Trade Area of the Americas
(FTAA) or other regional agree-
ments will give the NAFTA
countries the opportunity to inte-
grate markets with Brazil, Argen-
tina, Paraguay, and Uruguay
within the MERCOSUR trading
bloc. As has been learned from
NAFTA, dealing with trade dis-
putes and issues of competition
within an established framework
is often more productive.
• To maintain and improve the
efficiency of the North American
animal industry, greater harmoni-
zation of policies, programs, and
regulations among countries is
required. This may include, but is
not limited to, animal and plant
health, farm programs, environ-
mental regulations, product
safety, and animal identification
rules. Regular meetings of
NAFTA country agricultural and
food agencies and legislative poli-
cymakers to discuss regulations
and rule making may help
improve transnational harmoni-
zation, but requires a commit-
ment on the part of these groups
to achieve a greater degree of pol-
icy harmonization as a means to
increase efficiency of the entire
North American industry.
•W h i l e  it is important to mitigate
the real risks of animal diseases,
one of the greatest potential bar-
riers to international trade in ani-
mal products is the perceived risk
of such events. The temporary
repercussions of short-term
actions against another country’s
products may become permanent
obstacles. Implications include
the need for adherence to science-
based principles, improved trace-
ability from farm or feedlot to the
consumer, and enhanced regula-
tory coordination among
NAFTA countries.
• Large supplies of inexpensive
feeds creating production effi-
ciencies have been a major factor
in the growth of animal product
exports from the United States
and Canada. However, changes
in policy as a result of WTO
commitments or budgetary pres-
sures that reduce feed produc-
tion incentives may serve to
reduce the competitive advan-
t a g e  h e l d  b y  N o r t h  A m e r i c a
through increased raw commod-
ity prices. Increased ethanol and
bio-diesel production may fur-
ther increase feed costs. To offset
this, the development of new
technologies and increased effi-
ciency are important to maintain
the competitiveness of the North
American animal agriculture
industry.
• Future growth in animal product
trade will depend on industry
success in creating branded/pack-
aged, value-added products
because local processing capacity
in many developing countries is
limited. Tapping into these mar-
kets will require creative market-
ing and packaging and will retain
the value-added components
within North America. To
enhance the competitiveness of
the products, government regula-
tors and trade negotiators need to
work closely with the food manu-
facturing and food service indus-
tries to assure a sound policy and
regulatory framework to support
future trade growth.
North American trade in live ani-
mals is largely intra-NAFTA, while
trade in animal products relies on
markets outside NAFTA. The North
American livestock industry’s future,
therefore, is at least partly reliant on
the competitiveness of meats and ani-
mal by-products production and
trade. The extent to which the indus-
try can compete globally will be
shaped by the ability of the industry
to mitigate the effects of animal dis-
ease outbreaks and discoveries, con-
sumer income growth in developing
countries, and the success of trade
liberalization efforts to open markets
and develop more consistent SPS reg-
ulations with current and future trad-
ing partners.
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